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The Railway Wage Adjustment 


The agreement of the railway employes on January 31, 
1932 to accept a wage cut of 10 per cent is one of the 
most important developments in the relation of employers 
and employes in the history of the United States. We 
know of only one other instance comparable; the accep- 
tance of a wage reduction by the bituminous coal miners 
in 1904. At that time the miners responded to the plea 
that a wage cut was necessary because of business depres- 
sion. Later they concluded that the wage cut was un- 
warranted by business conditions and that their leaders 
had been maneuvered into an untenable position. 
Whether the cut in railway wages will justify the hope 
that inspired its acceptance remains to be seen. 

There are factors in the present railway situation which 
promise significant developments. Although the rail- 
roads are still regarded as competitors to some extent, 
there are many aspects of the business which are inher- 
ently monopolistic. This is one reason why the industry 
is subject to regulation of minimum and maximum freight 
and passenger rates and to many other phases of control 
which give the employes as well as the employers a differ- 
ent status from that in the general run of competitive in- 
dustries. As an industry, however, the railroads are sub- 
ject in many respects to the same adverse influences flow- 
ing from industrial depressions as unregulated competi- 
tive industries are. Although the income of investors is 
protected by surpluses, the wage workers have no such 
protection. The data of the Standard Statistics Company 
indicate that railroads paid dividends amounting to $468.- 
400,000 in 1929, $510,380,000 in 1930 and $449,850,000 
in 1931. Furthermore, the Interstate Commerce Com- 
mission stands ready to raise railroad rates in order to 
provide investors a fair return unless business conditions 
will not permit it. The commission has no power to regu- 
late wages, however, and the employes are expected to 
take care of themselves by bargaining individually or col- 
lectively. Obviously, what the railroads can afford to pay 
in wages is affected both by business conditions and by the 
rates established by the Interstate Commerce Commission. 

Under these circumstances the railway employes were 
not very happy about taking a wage reduction, particu- 
larly in view of the fact that investors had fared much 
better than the employes during the depression. Further- 
more, the unions on their own initiative, whenever they 
could gain the cooperation of management, introduced a 
program of sharing existing opportunities to work and in 
December, 1930, advocated the six-hour day and five-day 


week in order to spread work among a larger number and 
reduce the ranks of those wholly unemployed. 

After the railroads had received a rate increase to pro- 
tect the investors, they announced that the railway em- 
ployes must take a wage cut and thus further enable the 
railroads to meet their fixed charges and to improve their 
credit. It was suggested that the railway employes should 
take the cut voluntarily as a sort of patriotic duty. “Hard- 
boiled” railway executives, however, were skeptical re- 
garding the possibility of putting a wage cut into effect 
without resort to arlfitration under the Railway Labor 
Act. In February, 1931, the Louisiana and Arkansas 
Railway reduced: wages without proceeding as required 
by the Act and the emergency board appointed by Presi- 
dent Hoover declared that its action was illegal and that 
there was nothing in its financial situation to justify its 
action. The employes did not strike although the decision 
favored them. The act, however, does not prohibit the 
railroads from reducing wages after they have conformed 
to the proceedings required. Thus the employes were 
aware that proceedings for a 10 per cent cut in accord- 
ance with the Act would presumably merely delay wage 
cuts if the railroads were determined to put them into 
effect. The employes either would have to accept the cut 
or strike. 

In April, 1931, the Railroad Labor Executives Associa- 
tion. composed of the officials of the 21 railway unions, 
appealed to the Association of Railway Executives for a 
national conference to discuss proposals for economy in 
railway operation, for the relief of unemployment and 
the future stabilization of employment, and for wage ad- 
justments which the employes were aware the railroads 
had under consideration. In November the railway ex- 
ecutives informed the unions that their association was 
without authority to deal with questions involving rail- 
way labor but that their request would be presented to a 
meeting of the advisory committee to be held soon. This 
was the first time that the railway executives had given 
indication that such a request would even be considered. 
In 1916 the railway executives unitedly opposed the con- 
certed action of the train operating unions to obtain by 
collective bargaining a basic eight-hour day at the wage 
rates paid for a ten-hour day. The dispute was finally 
settled by the Adamson Act of 1916 which met the de- 
mands of the unions. The policy of the railway execu- 
tives’ associations in the past has been to combat all ef- 
forts of the unions to establish concerted action in collec- 
tive bargaining. 
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In the meantime certain railroads were seeking to in- 
duce various classes of their employes to accept a 10 per 
cent wage cut without resort to procedure under the 
Railway Labor Act. The railway executives of the 
Southeastern and Western regions had held meetings to 
consider the proposal of the unions for a national con- 
ference and on November 5 they invited the railway presi- 
dents of the Eastern region to join them in giving con- 
sideration to the request. The request had also been re- 
ferred to a committee of the Railway Executives 
Association composed of representatives of the South- 
eastern, Western and Eastern regions. On November 7, 
it was announced that if a national committee was formed 
it would be independent of the association. On Decem- 
ber 10, it was announced that the railway executives were 
not authorized to negotiate with the union regarding any 
of its demands but that they could accept a voluntary 
wage reduction. The unions expected some concessions 
as a condition of taking a cut and they replied that unless 
the railway executives had the power to negotiate on 
matters which they wished to bring up for consideration 
there would not be much point to a joint conference. 

On January 14, 1932, representatives of the unions 
and the railway executives assembled in Chicago on the 
assumption that both parties had full authority to nego- 
tiate an agreement, but Daniel Willard, president of the 
Baltimore and Ohio Railroad and chairman of the rail- 
way executives’ committee was obliged to defer the con- 
ference because some of the railroads had not given the 
committee authority to negotiate “to a conclusion.” It 
developed that the railroads had given notice of an inten- 
tion to seek a 15 per cent cut under the Railway Labor 
Act and were unwilling to place themselves in a position 
where, if the joint conference failed, mediation and arbi- 
tration of the general wage situation would follow under 
the Act. If the railways refused to arbitrate, the unions 
could take a national strike vote and thus create an “emer- 
gency” which would compel President Hoover to appoint 
an “emergency board” as required by the Act. If each 
railroad insisted on dealing separately with each class of 
railway labor it would break the “united front” of the 
unions and greatly delay the wage adjustment which most 
of the railroads were anxious to have settled as soon as 
possible. In other words an early general 10 per cent cut 
taken by the employes voluntarily would doubtless be 
preferable to a greater cut obtained only after long delay. 
Furthermore, the alternative of striking was not an invit- 
ing prospect. 

In the meantime the railway executives had received 
the necessary authorization to negotiate to a conclusion 
and although they maintained that the proceedings did not 
come under the Act, the unions agreed to begin the con- 
ference on January 15, letting the executives state their 
demands and reserve all their rights if they wished. On 
the other hand the unions reserved their rights and re- 
fused to waive their contention that the negotiations 
would be under the Act. 

The railroads in their statement requested the em- 
ployes to accept a ten per cent “deduction” from their 
wages for a period of one year, the arrangement to ter- 
minate automatically at that time unless extended by 
agreement. The basic wage rates were to remain the 
same. This arrangement was pointed to as of consider- 
able advantage to the employes because a wage cut put 
into effect by proceedings under the Act would have to be 
rescinded by like proceedings. 

It was estimated that the deduction would yield the 
railroads about $250,000,000. This could be used to meet 


funded obligations and the improvement of railroad 
credit would permit purchase of rails, equipment and sup- 
plies for maintenance and improvements. These pur- 
chases would stimulate other lines of business upon which 
the railroads were dependent for traffic and revenues. 
Not only the employers but the employes had a stake in 
the prosperity of the railway industry and if the rail- 
roads were unable to meet their obligations the reaction 
would be felt among savings banks, insurance companies, 
institutions of learning and other holders of railroad 
securities. 

In short, the railway unions were requested to take 
wage reductions to stimulate the railway and other busi- 
nesses and protect security holders. The union leaders 
were urged to pursue this “constructive and statesman- 
like” policy. The executives denied that the railroads are 
overcapitalized and said that if anything they are under- 
capitalized and are not earning a fair return on their in- 
vestment. They supplemented this statement by present- 
ing a lengthy summary of present railway earnings and 
operating expenses. 

Mr. Willard declared that this was the first instance 
in the history of relations between employers and em- 
ployes in the United States of the negotiation of a nation- 
wide wage scale for an entire industry and that the joint 
conference must not fail. As a matter of fact, the con- 
ference was not quite nation-wide, but it was more nearly 
so than previous conferences in which the representatives 
of an industry have negotiated so-called national wage 
scales. He reminded the union leaders that the eyes of 
the nation were on the gathering and appealed to them to 
make use of an unparalleled opportunity to set the wheels 
of commerce in motion. 

The employes, however, were not so optimistic that the 
sacrifice of $250,000,000 of their wages would do the 
trick. Besides, they expected certain concessions as a 
condition of the sacrifice. Efficiency in operation had 
been accompanied by a good deal of technological unem- 
ployment. They thought that a joint commission should 
be appointed to study the possibility of introducing the 
six-hour day. Upon failure to get sympathetic considera- 
tion of this suggestion they turned to Congress where a 
resolution by the Senate was adopted providing for a 
study of the feasibility of the six-hour day. The unions 
asked for a guarantee of minimum employment but the 
executives agreed only to do everything “practicable” to 
stabilize and increase employment. The unions asked that 
provision be made to assure the jobs of workers affected 
by railroad mergers and consolidations and that they 
should have some protection against loss of their invest- 
ment in their homes when they were asked to move to 
other towns in connection with economies effected by con- 
solidations. The executives replied that the conflicting 
viewpoints of the railroads on consolidations would make 
it difficult if not impossible to arrive at any joint conclu- 
sion on the matter at that time. The union desired an 
allocation of a certain amount of the wage cut to provide 
work for those out of employment but the executives re- 
fused to allow labor any supervision over the wage cut 
fund on the ground that the disposal of it was a matter 
over which management should have complete discretion. 
Nor would the executives agree to the union’s proposal 
for coordination of train crews and train lengths. They 
conceded that train crews and train lengths should be 
coordinated so as to attain economical and safe operation, 
but held that, since it is difficult to agree on the method, 
it should be dealt with by the employes and managers of 
the individual companies. The executives refused to join 
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the unions in a petition to Congress for a bond issue for 
grade-crossing elimination. The unions suggested the 
establishment of payroll reserves. While the executives 
favored “in principle” the creation of reserves they de- 
clared that such reserves should not be restricted to any 
one purpose. 

The only concessions received by the employes were the 
establishment of regional employment bureaus, the ap- 
pointment of a joint committee to study the feasibility of 
retirement insurance, elective workmen’s compensation, 
and a dismissal wage, and a promise by the railroads to 
cooperate with the unions in developing federal and state 
regulation of motor transportation in competition with 
the railroads. The employment brreaus will provide a 
much-needed service to labor in distributing available 
jobs to laid off employes. Keeping records of those laid 
off and their whereabouts will do away with the hiring of 
inexperienced workers when plenty of experienced work- 
ers are available. 

The union officials declared that some railway execu- 
tives continue to discharge workers because they belong 
to unions and set up company unions whose representa- 
tives are subject to greater control than paid officials of 
unions. They complained that certain railroads have also 
interfered with their employes’ selection of representa- 
tives contrary to the provisions of the Railway Labor Act. 
On May 26, 1930, the Supreme Court upheld a lower 
court injunction restraining the Texas and New Orleans 
Railway Company from interfering with the selection of 
representatives of its railway clerks. In response to the 
request of the unions that the executives agree, in com- 
pliance with the spirit of the Railway Labor Act, to deal 
with the “self-chosen representatives of labor’ and not 
with company unions, the only commitment secured from 
the executives was that expressed in the declaration that 
“the parties unite in expressing unqualified approval of 
whole-hearted cooperation between management and em- 
ployes and agree to do everything they can in support of 
this policy.” 

The unions declared that the principal cause of the 
present ill-health of the railroads “is not insufficient earn- 
ings but an unsound financial structure unable to support 
the burden of a business depression” and that the financial 
difficulties of many railroads are due to excessive fixed 
charges in proportion to reasonable earning power. Fur- 
thermore they pointed out that although many of the rail- 
roads have surpluses to protect the investors, the wages 
of the employes did not permit them to accumulate re- 
serves to protect themselves in extended periods of un- 
employment. They insisted that “the employes have in- 
vested their lives in the indvstry” and have no means of 
meeting “the fixed charges of subsistence” except through 
employment and the receipt of wages. 

When they came to accept the 10 per cent cut in wages 
the unions declared that they should not be called upon 
to do so “as a matter of pure right and justice” and they 
refused “to give any assent to the theory that wage reduc- 
tions are to be regarded ordinarily as the appropriate 
means to promote prosperity.” They could not “believe 
that the public welfare is advanced by reducing the pur- 
chasing power of labor.” 

“But,” they said, “with a profound sense of responsi- 
bility to the workers whom we represent and to our coun- 
try, we have weighed the urgent needs of the railroad in- 
dustry and the demands of the public welfare in this pres- 


1 Railway Labor Executives’ Association report of the negotia- 
tions, February 1, 1932, p. 21. 
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ent unparalleled situation against the individual sacrifices 
requested of the railroad employes. 

“In the hope that our action may improve the health of 
our industry, may improve the cooperative relations of 
management and employes, may stimulate a revival of 
business, and may advance the general welfare, we have 
decided to accept the proposal of the railroads to the em- 
ployes whom we represent.” ? 

In recognition of the position taken by the unions Mr. 
Willard said: “We fully appreciate your cooperation, 
patience, tactfulness and patriotism. We men on this side 
= that you have had a difficult problem to contend 
with. 

“You might have delayed this agreement for months 
and forced us to take a long and tedious course which 
would have left bitterness where now there is friendship 
and harmony. 

“Even so, you would have been following the law set 
down by Congress providing for an unwieldly settlement 
of our problem. But you recognized and took a great 
opportunity to join in a constructive movement. 

“I wish to emphasize our sincere admiration for the 
remarkable leadership you displayed, and I know I voice 
the sentiments of my colleagues.” * 

The Business Week (New York) in an editorial (Feb- 
ruary 6, 1932) declares that the raising of freight rates 
and the lowering of wages “was done to save our finan- 
cial institutions, not to save our railroads.” The decline 
in railway security values threatened the safety of the 
banks and insurance companies. For participating in a 
fundamental step to stop the deflation process the railway 
workers “deserve public appreciation as an act of self- 
sacrificing statesmanship.” However, it settled none of 
the fundamental issues affecting “either the position of 
labor or of the railroads” for “nothing can sustain the 
value of railroad securities save increased traffic.” Rate 
increases and wage reductions cannot bring the business 
recovery essential to increased traffic. A stronger bank- 
ing situation and a better bond market would aid recovery 
but recovery will not be “hastened by cutting the purchas- 
ing power of a million and a half workers who even in 
1929 averaged less than $2,000 a year,” because “only so 
far as their sacrifice releases a corresponding amount of 
purchasing power somewhere else can it be effective.” 

However, “the problem goes deeper than that. These 
workers are highly skilled, specially trained, irrevocably 
attached to the industry, almost as useless for any other 
purpose as a locomotive or the rails it runs on, and quite 
as much a part of the industry’s equipment. They feel 
that they have as much a vested interest in the industry 
as any security holder; that security of employment is as 
sacred as security of investment. It was for recognition 
of this that they contended. Present railroad manage- 
ment could promise nothing, but the demand is in the 
record and will be heard again. 

“Tt becomes clearer that if, even in so old, advanced an 
industry, security of employment and labor income cannot 
be assured, neither can security of capital investment or 
management. The railroads are faced with far-reaching 
readjustments which no sacrifice by their workers can 
avert. They are handicapped by a capital structure over- 
weighted with fixed charges, thousands of miles of 
superfluous trackage, enormous wasting assets of useless 
structure and obsolete equipment, unnecessary competi- 
tive services, inefficient operation, and insufficient coop- 


2 Reprint in New York Times, February 1, 1932. 
8 Ibid, 
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eration. The inroads of new forms of transportation 
alone will force a profound revolution in the railroad 
industry. 

A Personal Program of Living 


The Young Peoples’ Work Section of the International 
Council of Religious Education, meeting in annual session 
at Chicago, February 9 to 12, centered its attention upon 
the present economic situation. The theme of the con- 
ference of young people’s workers was “Building a Chris- 
tian Society and Its Significance for Procedures and Pro- 
grams in Young Peoples’ Work.” After the discussion 
of situations confronting religious leaders in relation to 
the economic crisis and the raising of issues from the 
standpoint of Christian principles, a number of “resource 
leaders” were called upon to supply additional facts and 
suggest ways out. One of these, J. Stitt Wilson of Berk- 
eley, California, gave an address at one of the evening 
sessions and spoke informally on several other occasions. 
Others were Karl Borders, Extension Secretary of the 
Chicago Chapter of the League for Industrial Democ- 
racy; Professor James Mullenbach, of The Social Ethics 
Department in Chicago Theological Seminary; Jack 
Evans of the Columbia Conserve Company, Indianapolis ; 
and Agnes Nestor, president of the Chicago Women’s 
’ Trade Union League. The viewpoint of the Socialist 
Party was presented by Roy Burt of Chicago. 

One outcome of the discussion was the decision to 
make problems of the economic order the chief emphasis 
in young people’s work during the coming year. Each 
year a special emphasis is chosen for young people’s con- 
ferences and special programs in the local church. Last 
year the problem of prohibition received major attention. 
It is proposed to prepare a pamphlet and other materials 
dealing with the economic situation, to be made available 
for young people’s leaders throughout the United States 
and Canada. 

A personal program of Christian living in the present 
social order was presented to the Young People’s Section 
at one of its meetings by a subcommittee. It in no way 
represents the official position of the International Council 
of Religious Education, nor was it adopted formally by 
the Young People’s Section, but it does represent the 
general point of view of the young people’s group and 
may be used by individuals or groups as they desire. The 
program follows: 

“1. A profound conviction that the present economic 
order, like slavery, the saloon, and war, is sinful, pagan 
and organized on principles inherently and basically con- 
trary to the Christian ideal. 

“2. A determination through continued hard work and 
disciplined study to master the facts and theories of eco- 
nomic life and to know what is going on in the world. 

“3. A mastery of the methods and techniques whereby 
we may be effective critics of the established order to the 
end that first our own children and then all others whom 
we contact, may have their eyes opened and become ‘pro- 
testants’ against the entrenched wrongs of our day. 

“4. A determination to accept the livelihood we are 
forced to take from the established order with a clear 
realization of what we are doing, a confession of our im- 
plication in the social sins and the utterance of a sincere 
and vigorous protest. 

“5. An ordering of one’s personal economy on the 
basis of need, arrived at in some such way as adaptation 
of the government ‘decency living’ scale, and an intelligent 
program for sharing the surplus with those in need. 


“6. Dedication of self to unequivocal personal partici- 
pation in the struggle for justice, righteousness, economic 
security—those weightier matters of the law on which 
Christianity is being judged in the world today. 

“7. Participation in the orderly, organized democratic 
effort to secure these ends through political action, since 
we live in a democracy where changes are supposed to 
come in this fashion. 

“8. The practice of open-handed living in the spirit 
of trust, goodwill and fellowship with all of God’s chil- 
dren. This includes those who differ from us. 

“9, The faith that in such living we are sharing the 
deepest purposes of God and that thus we can come into 
real fellowship with him. This involves the reexamina- 
tion of our practices of personal devotions.” 


Hamilton Fish’s Statement 


Both because of its content and because of its source 
the statement by Representative Hamilton Fish, Jr., of 
New York, on the export of munitions of war, released 
on February 9, is quoted below in full: 

“The refusal of the Committee on Foreign Affairs to 
hold a hearing on the bill introduced by me, (H. J. Res. 
270), authorizing the President to prohibit the export of 
arms and munitions of war to any country where condi- 
tions of domestic violence or of international conflict 
exists, or are threatened, is simply incredible to those mil- 
lions of people in America who are urging peace and 
goodwill in the world. 

“It is inconceivable to me that, after renouncing war, 
we should hesitate to renounce the sale and shipment of 
munitions of war made in the United States by private 
manufacturers for sake of profit and greed, to kill people 
with whom we are at peace and with whom we have no 
quarrel. 

“I do not know of anything that is more likely to drag 
the United States into every foreign war than by permit- 
ting such traffic in arms and munitions. Only those coun- 
tries with the largest navies will receive our munitions, 
and we will incur the hatred of those nations against 
whom our armaments are used. If we must have war 
in the future, let it be in defense of our country, but not 
in defense of our munitions makers or war profiteers. 

“There is only one time to wage war on war, and that 
is in time of peace. 

“The action of the committee to defer hearings for 
‘additional information’ will naturally be interpreted by 
peace-loving Americans as just another victory for the 
munitions makers and war profiteers. 

“We are continually proclaiming our love of peace, but 
except for empty words and gestures our efforts are far 
from impressive. Our people have higher ideals and are 
not in sympathy with making America the symbol of 
munitions and the potential slaughter house of the world, 
for profit and greed, to destroy human lives throughout 
the world. 

“IT am considering the advisability of trying to secure 
sufficient signatures to a petition to bring up the resolu- 
tion for a vote in the House. 

“T shall introduce immediately a resolution requesting 
our delegates to the General Disarmament Conference, 
now being held at Geneva, to propose entering into a mul- 
tilateral agreement not to sell or export arms, munitions, 
or implements of war to any foreign nations, and will ask 


for immediate consideration by the Committee on Foreign 
Affairs.” 
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